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- Corporate Services
Patricia M. French

Senior Attorney 300 Friberg Parkway
Westborough, Massachusetts 01581
(508) 836-7394
(508) 836-7039 (facsimile)
pfrench@nisource.com

July 18, 2005

BY OVERNIGHT DELIVERY AND E-FILE

Mary L. Cottrell, Secretary

Department of Telecommunications and Energy
One South Station

Boston, MA 02110

Re: Bay State Gas Company, D.T.E. 05-27

Dear Ms. Cottrell:

Enclosed for filing, on behalf of Bay State Gas Company (“Bay State”), please find Bay
State’s responses to the following Information Requests:

From the Attorney General:

AG-8-10 AG-8-25 (Rev.) AG-22-1

From the Department:

DTE-3-33 DTE-18-09 DTE-18-10

From the UWUA:

UWUA-1-2 (Bulk) UWUA-3-33


mailto:pfrench@nisource.com

CC:

Letter to Mary Cottrell, Secretary
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Page 2

Please do not hesitate to telephone me with any questions whatsoever.

Very truly yours,

Patricia M. French
Per Ground Rules Memorandum issued June 13, 2005:

Paul E. Osborne, Assistant Director — Rates and Rev. Requirements Div. (1 copy)
A. John Sullivan, Rates and Rev. Requirements Div. (4 copies)

Andreas Thanos, Assistant Director, Gas Division (1 copy)

Alexander Cochis, Assistant Attorney General (4 copies)

Service List (1 electronic copy)



COMMONWEALTH OF MASSACHUSETTS
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY

RESPONSE OF BAY STATE GAS COMPANY TO THE
EIGHTH SET OF INFORMATION REQUESTS FROM THE ATTORNEY GENERAL
D.T. E. 05-27

Date: July 18, 2005

Responsible: Earl M. Robinson, Consultant (Depreciation)

AG-8-10 Net Salvage - Please identify the cost of removal incurred by year for
Accounts 376 and 380 associated with damage due to an outside party’s
actions (e.g., contractor causes a breach in a pipe, etc.).

Response:  The expenses incurred by a contractor are recorded in an O&M account.
The contractor would be invoiced for all damages. Monies received from
the contractor or his insurance company are netted against the cost of
repair. No expenses or proceeds are charged against cost of removal.



COMMONWEALTH OF MASSACHUSETTS

DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY

RESPONSE OF BAY STATE GAS COMPANY TO THE

EIGHTH SET OF INFORMATION REQUESTS FROM THE ATTORNEY GENERAL

REVISED

AG-8-25

Response:

D.T. E. 05-27
Date: July 18, 2005

Responsible: Earl M. Robinson, Consultant

Data - Regarding reference at page 8 and elsewhere in Mr. Robinson’s
direct testimony to “future expectations” obtained from the Company,
please provide all written documentation associated with each future
expectation referenced, including but not limited to inquiries by the
depreciation consultant and responses from the Company. The
information should identify which accounts the information corresponded
to and how each item of information affected the selection of any mortality
characteristic, whether life or salvage related, and the degree to which it
impacted the ultimate level of mortality characteristics proposed in the
depreciation study. Finally, provide all underlying support and
justification, including all workpapers, assumptions, considerations, and
material reviewed and/or relied corresponding to each future expectation.

Such expectations relate to how property is currently being operated and
how such operations affect the accounting activity being generated and
how current and future operations may change from the experience of the
past. As a result of discussions with Company’s management, it is
anticipated for the most part, excluding the Company’s Bare Steel
program (and potential impact of the Company’s Cast Iron Mains) and it
Metscan devices, it is more or less business as usual with regard to the
use of the property and the anticipated service life of the Company’s
assets. Material changes are not envisioned and/or estimated at the
present time. With regard to net salvage factors, such costs have been
increasing over time and are anticipated to escalate further in future
years.



COMMONWEALTH OF MASSACHUSETTS
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY

RESPONSE OF BAY STATE GAS COMPANY TO THE

TWENTY-SECOND SET OF INFORMATION REQUESTS FROM THE ATTORNEY

AG-22-1

Response:

GENERAL
D.T. E. 05-27

Date: July 18, 2005

Responsible: Joseph A. Ferro, Manager Regulatory Policy

Refer to the response to AG-1-72. Please provide all workpapers,
calculations, data and assumptions supporting the Company’s year end
unbilled revenue. Using the methods and computations described in this
response, calculate the unbilled revenue for each customer class for the
year end 2003 and compare to actual class revenues for December 2003.
Explain any class variance of 1% or greater.

Attachment AG-22-1 provides the analysis requested on billed versus
unbilled revenues and average revenue rates.

Differences in billed versus unbilled revenue and average rates are to be
expected in general because of the different time periods covered in the
two sets of revenue. More specifically, differences result from:

° Actual billed revenue includes billing adjustments, some of which
relate to gas use for past periods, in which CGA rates were
different than those in the current period, while unbilled revenue is
calculated for a set period.

° December billing period weather could be much different than the
unbilled December period significantly affecting the average use
per customer. Differences in average use per customer cause
differences in average rates due to the head/tail block rate
structures.

o The number of days of gas use in the actual billing period of
certain rate classes, or customer categories, can be different than
the number of days in the unbilled period. This will cause a
significant variance between billed and unbilled revenue.



Bay State Gas Company
Witness: Joseph Ferro
D.T.E. 05-27
Attachment AG-22-1

Billed Billed Billed Unbilled Unbilled Unbilled
December 2003 Volumes Revenues |Average Rate] Volumes Revenues |Average Rate]Difference %
Residential  Tariff 3,301,728 | 38,408,192 $11.63 | 1,933,309 23,491,411 $12.15 $0.52 4%
Commercial Tariff 1,017,217 9,896,531 $9.73 820,668 7,233,360 $8.81 ($0.92) -9%
Industrial  Tarriff 354,934 2,968,296 $8.36 572,611 2,687,841 $4.69 $3.67 44%




COMMONWEALTH OF MASSACHUSETTS
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY

RESPONSE OF BAY STATE GAS COMPANY TO THE
THIRD SET OF INFORMATION REQUESTS FROM THE D.T.E.
D.T. E. 05-27

Date: July 18, 2005

Responsible: John E. Skirtich, Consultant (Revenue Requirements)

DTE-3-33 Refer to Exh. BSG/JES-1. Please provide with supporting calculations
two schedules similar to Exh. BSG/JES-1, Sch. JES-17, at 3, with the
following revisions:

1) a schedule with an additional column for 2004 costs that includes the
$8 million spent on steel mains replacement and a revised average for
the five-year period; and

2) a schedule with an additional column for 2004 costs that excludes the
$8 million spent on steel mains replacement and a revised average for
the five-year period.

Response: 1) Table DTE-3-33 below adds 2004 direct expenditures for steel main
replacements and calculates a revised average for the five-year period.
These types of expenditures for 2004 are consistent with the direct
expense levels listed for 2000 - 2003, all of which exclude overheads.
Overheads are added to these direct expenses in page 4 of BSG/JES-1,

Sch. JES-17.
Table DTE-3-33
Ln.
No. Description 2000 2001 2002 2003 2004 Average

1) ) ®) (4) (6) (6) (7)
(%) (%) 3) (%) (%) 3)

Bare Steel Replacement Costs

1 Mains 1,683,647 3,555,845 2,533,660 3,161,644 4,688,027 3,124,565
2 Services 744,544 1,324,186 1,077,621 1,186,583 1,259,116 1,118,410
3 Other Additions 130,265 292,982 224,915 249,083 272,071 233,863

Total Cost 2,558,456 5,173,013 3,836,196 4,597,310 6,219,214 4,476,838



Bay State Gas Company’s Response to DTE-3-33
D.T.E. 05-27
Page 2 of 2

(2) The Company cannot discern from its books and records the
“incremental” portion of the unprotected steel replacement expenditures
incurred in 2004. Simply stated, Bay State is unable to distinguish, both
from an operating and an accounting perspective, between the same type
of replacement facilities being installed as part of one project versus
another (i.e., six inch plastic replacement pipe installed on Elm Street in
Marshfield is coded into the Work Order Management System and
accounted for in the Asset Management System the same way as six inch
plastic replacement pipe installed on Maple Street in Brockton even
though there are two distinct project identifiers used to capture all the
costs associated with each respective project). Therefore, the Company
has designed its proposed Steel Infrastructure Replacement (“SIR”)
program, for purposes of cost recovery, to take the total amount of
replacement facilities installed in a given year for all completed projects
and remove an average annual level of historical expenses so that only
the incremental portion of expenses associated with the eligible facilities
installed in a given year are recoverable through the ABRAM. The
Company considers this proposal, which is a regulatory construct for
ratemaking purposes, to be a fair and reasonable approach toward
keeping the Company whole while under a PBR program (or between
rate cases).

Therefore, the reason why Bay State’s SIR program proposal only
includes the 2000 through 2003 capital expenditures as the basis for
adjusting future levels of dollars that flow through the ABRAM is because
the 2004 levels include an accelerated level of replacement expenses
that otherwise can not be distinguished from historical levels. Further, the
reason that 2004 replacement expenses are higher than in years past is
that the Company made the prudent determination in 2004, based on its
best management judgment, experience, and review of the relevant data,
that the existing unprotected steel infrastructure is reaching the end of its
useful life, and that the SIR program represents the best way to replace
these facilities in the most time efficient and cost effective way.



COMMONWEALTH OF MASSACHUSETTS
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY

RESPONSE OF BAY STATE GAS COMPANY TO THE
EIGHTEENTH SET OF INFORMATION REQUESTS FROM THE D.T.E.
D.T. E. 05-27

Date: July 18, 2005
Responsible: Earl M. Robinson, Consultant (Depreciation)

DTE-18-09 Refer to Exh. BSG/EMR-2, at 4-478. Please explain the cost of removal
experienced for retired plant in Account 366 (Structures and
Improvements) during the year 1999.

Response:  The Company’s accounting record retention in their asset management

system only provides for five years of history. This charge for $629.83
cannot be specifically identified.



COMMONWEALTH OF MASSACHUSETTS
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY

RESPONSE OF BAY STATE GAS COMPANY TO THE
EIGHTEENTH SET OF INFORMATION REQUESTS FROM THE D.T.E.
D.T. E. 05-27
Date: July 18, 2005
Responsible: Earl M. Robinson, Consultant (Depreciation)
DTE-18-10 Refer to Exh. BSG/EMR-2, at 4-481. For Account 390 (Structures and
Improvements), please explain the $10,500 in removal costs experienced

in 2001.

Response: The $10,500 was paid to Besttech, Inc. in June 2001. The invoice
containing the detail of the work is unavailable for review.



COMMONWEALTH OF MASSACHUSETTS

DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY

RESPONSE OF BAY STATE GAS COMPANY TO THE

FIRST SET OF INFORMATION REQUESTS FROM UWUA LOCAL 273

D.T. E. 05-27
Date: July 18, 2005

Responsible: Stephen H. Bryant

BULK RESPONSE

UWUA-1-2

Response:

For the period September 1, 1997 to date, please provide any and all
reports, studies, internal memoranda or e-mails regarding any of the
following topics:

(a) increasing or reducing the staffing level among Bay State employees
as a whole, or at any particular location (e.g., at the Westborough
headquarters or within the Brockton, Springfield or Lawrence divisions),
or by function (telephone call center, management/accounting/legal,
“physical” workers, etc.).

(b) outsourcing of any jobs performed by Bay State employees to outside
vendors or any entities, including to other NiSource affiliates or
subsidiaries.

(c) the company’s internal discussions and analysis of or response to the
actions of the New Hampshire Public Utilities Commission in terms of
establishing service quality standards and the resulting fines that the
company paid in NHPUC DG 01-182 or any related docket. Please
include in this response any and all written and electronic
communications regarding any increases (or decreases) in the Springfield
call center staffing levels on or after January 1, 2003.

(d) To the extent not already provided in response to this question, please
describe the role that Steve Bryant may have played in any changes to
the staffing level at the Springfield call center since January 1, 2001. Also
describe the roles of other managers, supervisors, or executives. Include
all internal communications between Mr. Bryant and any other Bay State
or NiSource officer, employee or executive.

(a) Please see Attachment UWUA-1-1 (A). This Attachment illustrates
the changes in staffing levels between 1997 and 2005 for each of the
Company’s divisions and union versus non-union employee
categories. Changes in staffing levels are not available by function.

(b) See Attachment UWUA-1-2 (A) Parts 1 through 8 for all currently
available management material related to staffing changes at Bay



Bay State Gas Company’s Response To UWUA-1-2
D.T.E. 05-27
Page 2 of 3

State between 2000 and 2004. These materials discuss the evolution
of staffing level changes at Bay State, including the elimination of
certain positions as well as the movement of functions and employees
to outside vendors or NiSource affiliates.

Materials describing NiSource’s outsourcing initiatives for 2005 have
been provided in DTE-18-1. As this process is ongoing, specific
staffing level changes and the movement of functions continues to
occur.

(c) In September 2002, Northern Utilities, Inc. entered into a negotiated
settlement agreement (“Settlement Agreement”) between the Office of
Consumer Advocate and the Staff of the New Hampshire Public
Utilities Commission. The New Hampshire Public Utilities
Commission subsequently approved the Settlement Agreement on
October 28, 2002. See Attachment UWUA-1-2 (B) for a copy of the
Settlement Agreement, and Attachment UWUA-1-2 (C) for a copy of
the Order approving the Settlement Agreement.

Although the Company is not able to produce specific materials
related to the negotiations among these parties, because these
negotiations were conducted in confidence, Northern Utilities did
agree to terms establishing service quality standards as set forth on
pages 7 — 9 of the Settlement Agreement. The penalty structure
agreed to in the Settlement Agreement established monthly and
guarterly performance targets for five different measures. Failure to
meet any or all of these performance targets results in the Company
paying a $5,000 penalty in that month. Between the months of
January 2003 through June 2003, the Company was unable to meet
its performance targets for Non Emergency Telephone Service and
Busy Out measures, resulting in a total of $30,000 in fines. The
Company’s response to USWA-2-20 includes the relevant Northern
Utilities New Hampshire Division Service Quality Reports.

As part of the Settlement Agreement, the performance target for the
Springfield Call Center to answer non-emergency calls was set at
80% of the calls being answered within 30 seconds. See Attachment
UWUA-1-2 (D) for copies of all written and electronic communications
regarding any increases (or decreases) in the Springfield call center
staffing levels on or after January 1, 2003.

See also the Company’s response to UWUA-1-8 for copies of
materials from Docket No. 2002-140, which was the Maine Public
Utilities Commission’s management audit investigation. Included in
the XENERY Audit Report is a discussion and documentation of the
Springfield Call Center staffing levels during the period in question.

(d) Mr. Bryant’s role in any changes to the staffing level at the
Springfield Call Center since January 1, 2001, was to ensure focus on
meeting the established service quality performance levels in the most



Bay State Gas Company’s Response To UWUA-1-2
D.T.E. 05-27
Page 3 of 3

efficient and cost effective manner. As indicated in the materials
provided in Attachment UWUA-1-2 (D), the roles of other managers,
supervisors, or executives are summarized below:

Violet Sistovaris — Senior Vice President NiSource Administration
Services

Chuck Shaffer — Vice President Meter To Cash

Pat Teague — Manager Customer Contact Center

Mike Davidson — Manager Performance Management
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PA/MD/VA REGION

OPERATIONS

PRESIDENT
CPA,CMD,CVA

TONY TRUBISZ

OPERATIONS OFFICER
PENNSYLVANNIA

FIELD MGR
BETHEL/WASH
SUPV (8)
WORKERS (172)

FIELD MGR ||||—
VALLEY
SUPV (6}
WORKERS (108)

FIELD MGR
UNIONTOWN
SUPV (8)
WORKERS (96)

FIELD MGR
NORTHERN PROPERTIES
SUPV (3}
WORKERS (28)

FIELD MGR
YORK , PENN
SUPV (7)
WORKERS (118)

OPERATIONS MANAGER
{TBD}

EVPICOO
VIRGINIA

FIELD MGR
VIRGINIA NORTHWEST
SUPV (4)
WORKERS (75)

FIELD MGR
VIRGINIA CENTRAL
SUPV{4)
WORKERS (101)

FIELD MGR
VIRGINIA TIDEWATER
SUPV (2)
WORKERS {43)

FIELD MGR

HAGERSTOWN, MD
SUPV (1)

WORKERS (23)

FIELD MGR
CUMBERLAND, MD
SUPV (2)
WORKERS (33)

DIRECTOR
TECHMNICAL
OPERATIONS
PAMDIVA

MANAGER ENGINEERI
ENGINEERS (6)

TECHNICIANS (12)

CORR (1), PK SHAVE (1)

MANAGER PROJECTS
PROJ SPECIALISTS (3)
LAND AGENTS (4)

MANAGER TECH TRAINING
SPECIALISTS (8)

SUPV MAPS/RECORDS
CAD OPERATORS (4)
CONTRACT ADM (1)

PERFORMANCE
IMPROVEMENT CONSULTANT

{(BEST PRACTICES)

OPERATIONS MANAGER
WORKERS {12)

LOGISTICS CENTER
(T8D)Y
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inancial Bottom Line - 2001 EBITDA

Att.

@
o
£
o)
O
[2]
o,
O
o)
2
)
(2]
>
®
m

2001 EBITDA
» Phase | O&M - $17M Phase Il O&M - $15.6M

2000 - 200X
« Phase | Headcount Reductions - 350 Phase || Headcount Reductions - 150-435

Critical Project Issues/Follow-Up Areas

Ability to achieve total savings will be subject to:
v/ negotiation with bargaining units and willingness to take risks
v’ preserving flat organization
v limiting “duplication” of staff support
« VIRP program being defined - further analysis required to assess
our options and impacts
- Confirm P&L responsibilities - firm up roles of president and COO
« Other areas require additional clarification
v Gas Control (Merchant vs. Distribution)
v’ Electric Systems Dispatch
v Hydro plant management

10
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PAPREP Y

van..,. Ecc.

Opportunity Nof- c:__a: Union - zos-rmao_. TOT >r |
Consolidate LDCs m,cg 1 U U 8,011
Repair/Replace Pipe 0 0 1,320 1,320
Consolidate Gas Meter Operations 0] 0 0 U
Outsource Locates U U 0] U
Outsource Leak Survey C U U U
Outsource Cathodic Protection U 0 0] 0
Outsource Meter Reading 0] 0] 0] U
Non-Utility Work 270 91 1,108 1,410
Service Order - Soft Close 0 444 0 444
Meter Loops U 0 0 U
Locate Screening 0] U 1,875 1,875
Consolidate Dispatch U 0 U U
New Business Process 32 U 0 32
Dispose of Buildings U U 1,022 1,022
Divest Assets- Blackhawk & BSG Stora 0] 34 U 34
Mapping/Records (NIPSCO Initiative) 0] 0 0] 0]
Mapping/Records (Other LDCs) U 0] 440 440
Shared Touch Points with Transmissid 00 L0 U 1,000
TOTAL 6,999 o/l 5,767 15,985
TOTAL Confident 2001 Savings 1 m,mw 5 H excludes .szaa.sm w&ﬂ S.Q%_.@m.
Treat Non-Union Craft Differently m_‘_ 10 &cm.h not include Distribution portion of shared touch
Layoff Union due to Eliminated Work ‘_“N@m pomnis
VIRP/VSP Union for Outsourcing Op 3,450
Total 26,452 Phase | Total Run Rate - $28M

1

1
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[13C Consalication

ReparRepgiace Best Pradiice

Consonaate Veter Shop Operalions

Ouisource Fadility Locates

Outsouroe Leak Survey

Qitsource Cathodic Frotecton

Outsatrang - VEler Reading

NorrUiTy VWork

Service Uraer oort Liose

Veter Loops

[Ocate Screening

ddggdadgdgdgagnN 8

Jda g8 g

Consolidate Lispatch

wa

—

Modihicauons 1o LA new busiNess process

w

Close BUIdng

NCCO?CCGCE;CCC&-ACC

Divest Blackhawk Storage and BSG Fropane P

Records Adtomraiion - NFSUD Intiabve

—

Reoords Autormation - Uiher LLLS

odauida o ddanNgGgOd

G G

QO aa N

TOTALS

daddaddoldddsddaagdgdgdd
HaddddddddaHdadgdda:

ﬁGCCCMCCCC%&Q?
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S
3

8

NdodadddaBl8ldadldddc
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L]

<C
LDC Consolidation

Consolidate Meter Shop
Operations

Non Utility Service
Repair/Replace Best Practice

Qutsource Cathodic Protection
Leakage, Survey Locates *

2

Outsource Meter Reading *
Service Order Soft Close
Meter Loops

Locate Screening
Consolidate Dispatch

Modifications to COH New
Business Process

Close & Dispose of Buildings

Divest Blackhawk and Bay Stats
Propane Plants, etc.

Records Automation
Shared Touch Points w/Trans

I

TB

t

* time frame accommodates reductions through normal attrition -

other options may be available (VIRP

E

etc

) 13
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